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IN THE MATTER OF THE GENERAL
INVESTIGATION OF NET METERING FOR
POTENTIAL RULES CONSIDERATION.
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)
)
)
)
)

JOINT COMMENTS OF TUCSON
ELECTRIC POWER COMPANY

AND UNS ELECTRIC, INC.

Tucs on Ele ctric  P owe r Compa ny ("TEP ") a nd UNS  Ele ctric , Inc . ("UNS  Ele ctric")

(collective ly, "the  Companies "), through unders igned couns e l, he reby s ubmit J oint Comments

("Comme nts ") to the  Arizona  Corpora tion Commis s ion ("Commis s ion") S ta ffs  re vis e d Dra ft

Proposed Net Metering Rules  ("Draft Rules").

I. INTRODUCTION.
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TEP was  the firs t Arizona utility to voluntarily offer a net metering program to its  cus tomers

in the year 2000, and currently has  over 500 customers  with net metering service. The Companies

initia ted offering net metering service , and continue to support the  concept of net metering, as  a

fina ncia l ince ntive  for de ve lopme nt of re ne wa ble  dis tribute d ge ne ra tion by the ir cus tome rs .

However, the Companies  also recognize through experience with net metering that there are both

direct and indirect costs  to the implementation of net metering. Those costs  increase as  the number

of customers  eligible for net metering service increase and as  the amount of annual electric energy

generated through net metering service by customers increases. The Draft Rules  allow for recovery

of the expenses of a net metering program in a timely manner through the Net Metering Tariff which

would provide for the recovery of the true cost of a net metering program only from those customers
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taking ne t me te ring se rvice  in an open and transpa rent process , which the  Companie s  be lieve  is  in

the  public inte re s t.

3 11. NE T ME TE RING  TO P ICS .
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Ne t Me te ring is  a  s upe r-s ubs idy, it provide s  a n e xtra  fina ncia l ince ntive  for ins ta lla tion of

cus tome r-s ite d dis tribute d ge ne ra tion. Howe ve r, Ne t Me te ring is  not ne ce s sa ry for the  succe s s  of

dis tributed renewable  ene rgy. On the  contra ry, two of the  mos t success ful na tiona l dis tributed sola r

e ne rgy de ve lopme nt progra ms  ha ve  be e n in Ge rma ny a nd J a pa n, ne ithe r of which ha ve  a  ne t

me te ring program. Although the  Companie s  apprecia te  some  of the  revis ions  made  by Commiss ion

Staff in the  Draft Rule , the  Companies  s till have  severa l concerns  about the  Draft Rules .

Firs t, the  Compa nie s  a re  conce rne d a bout the  pote ntia l impa ct of R14-2-2303.B a llowing a

ne t mete red genera ting facility to ins ta ll genera tion capacity up to 125% of "expected peak demand".

As  note d in the  Ne t Me te ring S ta ff Report, many types  of dis tributed genera tion a re  not dispa tchable

a nd the re  will e ve ntua lly be  a  ne e d for a  limit on tota l dis tribute d ge ne ra tion in orde r to ma inta in

s ys te m re lia bility. The  limit ca n be  re a che d through a  s ma ll numbe r of la rge  s ys te ms  or a  la rge

number of sma ll sys tems . The  S ta ff Report a ccompanying the  origina l Dra ft Rule s  note s  on page  2

tha t cus tome rs  will use  Ne t Me te ring for "... e s se ntia lly s toring e xce ss  powe r on the  grid...". This  is

a  new role  for e lectric utilitie s , one  for which the ir a sse ts  a re  gene ra lly not suited. At some  point, a s

cus tomer s ited se lf-genera tion capacity reaches  some  future  threshold ye t to be  de te rmined, utilitie s

will ne e d to ins ta ll e ne rgy s tora ge  a s se ts , a t some  cos t, to ma na ge  the  e ne rgy s tora ge  de ma nds

imposed by se lf-gene ra tion ne t me te red cus tomers . Thus , for the  rea sons  de linea ted above , and to

more  clos e ly a lign dis tribution s ys te m s izing with dis tribute d ge ne ra tion s izing, the  Compa nie s

s ugge s t tha t 100% of e xpe cte d pe a k de ma nd be  us e d, ins te a d of 125%, whe n de te nnining the

maximum genera tion capacity to qua lify for ne t me te ring se rvice .

S e cond, the  Compa nie s  a re  conce rne d tha t the  de finition of Combine d He a t a nd P owe r

("CHP") in the  re vise d Dra ft Rule s  will provide  ince ntive s  for dis tribute d ge ne ra tion from re source s

tha t a re  not qua lifie d a s  re ne wa ble  e ne rgy source s . The se  grid-conne cte d CHP  ge ne ra tors  could

pre ve nt re ne wa ble  e ne rgy re source s  from inte rconne ction due  to the  ne ce s sa ry limita tion on tota l
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dis tribute d ge ne ra tion inte rconne ction tha t is  drive n by re lia bility conce rns . This  e ffe c t would

inte rfe re  with a  utility's  a bility to me e t its  Re ne wa ble  Ene rgy S ta nda rd a nd Ta riff ("RES T") a nnua l

dis tributed renewable  energy requirements . The  Companies  propose  language  to res trict ne t mete red

CHP to s ources  us ing renewable  res ources . Als o, given tha t the  benefits  of CHP in reducing s ocie ta l

cons umption of iiue ls  is  de rive d from its  a bility to incre a s e  the  e ffic ie ncy of fue l utiliza tion, The

Compa nie s  furthe r propos e  tha t the  P URP A e fficie ncy a nd us e ful he a t de finitions  of a  "Qua lifie d

Facility' be  applied to the  qua lifica tions  for ne t me te ring s e rvice .

Third, the  Compa nie s  a re  conce rne d tha t a lthough Time -of-Us e  ("TOU") Ne t Me te ring ca n

te chnica lly be  imple me nte d, the  cos t could be  ve ry e xpe ns ive  us ing e xis ting a va ila ble  te chnology.

As  s ma rt me te ring s ys te ms  a re  imple me nte d s e rvice  te n*itory wide , the  cos t of TOU Ne t Me te ring

e quipme nt a nd monthly re a ding will de cline . The  Compa nie s  s ugge s t no la ngua ge  cha nge s  a t this

time , but propos e  tha t Ne t Me te ring ta riffs  will re fle ct comme rcia lly a va ila ble  me te ring te chnology

for TOU Ne t Me te ring a t the  time  the  ta riffs  a re  pre s e nte d. In a ddition, the  imple me nta tion of TOU

Ne t Me te ring in cus tome r billing s ys te ms , while aga in te chnica lly pos s ible , will involve  s ignifica nt

e xpe ns e  a s  thos e  informa tion proce s s ing s ys te ms  will ne e d to be  progra mme d to s upport a  billing

conce pt the y we re  not de s igne d to proce s s . The s e  one -time  e xpe ns e s  will ne e d to be  re cove re d

through an accounting orde r approved by the  Commis s ion a t the  time  of the  approva l of the  utility's

Ne t Me te ring ta riff. Fina lly, the  que s tion of e xce s s  cre dit ca rryove r of TOU s umme r cre dits  into

winte r and vice  ve rs a , with dis s imila r va lues , will need to be  addres s ed in the  Ne t Mete ring ta riffs .

Fourth, the  Companies  continue  to be  conce rned tha t the  provis ions  of the  propos ed s ection

R14-2-2308.B to  re port "monthly pe a k de ma nd de live re d  to  a nd from the  Ele c tric  Utility" will

s ignifica ntly incre a s e  the  cos t of Ne t Me te ring s e rvice  to cus tome rs  with little , if a ny, be ne fit from

the data  thus  crea ted, the  Companies  will f'urther discuss  this  concern la ter in these  Comments .

Fina lly, the  Compa nie s  ge ne ra lly s upport the  propos e d e xce s s  a nnua l cre dits  la ngua ge  in

s e ction R14-2-2306.G, a lbe it with s ome  re s e rva tion. If the  a ggre ga te  e xce s s  c re dit va lue  is  a

s ignifica nt a mount, a  utility will be  re quire d to re port the  a ccrue d lia bility a s s ocia te d with the  va lue

of the  e xce s s  cre dits  on a  qua rte rly ba s is . This  will re quire  one -time  progra mming cha nge s  to the
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cus tome r billing  s ys te m a nd the  re cove ry of th is  e xpe ns e  s hould  be  provide d for through a n

accounting order issued as  pa rt of the  Ne t Mete ring ta riff proposed by the  utility and approved by the

Commiss ion.

1

2

3

4 111. S UGGES TED CHANG E S TO THE DRAFT P ROP OS ED NE T ME TE R ING  R ULE S .
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As  discusse d a bove , the  Compa nie s  re comme nd the  following cha nge s  to the  Dra ft Rule s .

These  suggested changes  a re  redlined in Attachment A, a ttached here to and incorpora ted he re in by

reference .

A. Se ction R14-2-2302.D - Combine d He a t a nd Powe r: This  cha nge  a dds  re ne wa ble  fue l

us e  a nd qua lifica tion to P URP A e fficie ncy a nd us e ful he a t production s ta nda rds  to

re duce  the  opportunity for ine fficie nt CHP  s ys te ms  for qua lifica tion for Ne t Me te ring

se rvice . This  cha nge  in the  de finition more  clos e ly a ligns  the  Dra ft Rule s  with the

Commission approved REST Rules .

S e ction R14-2-2302.M.4 .-. Ne t Me te ring Fa cility: This  cha nge s  the  propose d 125% of

the  e xpe cte d pe a k de ma nd to 100% of e xpe cte d pe a k de ma nd for be tte r a lignme nt of

cus tomer dis tributed gene ra tion s izing with utility dis tribution sys tem s izing.

Section R14-2-2303.B - Requirements  and Eligibility: This  change  cla rifie s  the  purpose

of the  specia l contract to pe rta in only to Ne t Me te ring se rvice . It a lso changes  the  125%

to 100% of expected peak demand as  noted above  to more  accura te ly a lign the  s izing of

cus tomer dis tributed gene ra tion with the  s izing of the  utility dis tribution sys tem.

S e ction R14-2-2308.B - Filing a nd Re porting Re quire me nts : The  Compa nie s  s trongly

sugge s t the  re mova l of: "the  monthly pe a k de ma nd de live re d to a nd from the  Ele ctric

Utility a nd" in the  firs t line  of this  s e ction. In its  initia l s e a rch the  Compa nie s  found

wha t appea rs  to be  the  lowes t cos t me te r tha t will support the  reporting requirements  of

this  propos e d Dra ft Rule  s e ction - a n Iron mode l S e ntine l with Le ve l 1, TOU a nd Bi-

Dire ctiona l trim, Trillia nt Module  a nd 48KB of me mory. This  me te r ca n be  purcha s e d

for $942.48 e a ch in qua ntitie s  of 1000. To outfit our e xis ting ne t me te ring cus tome rs

with this  me te r would re quire  a n e xpe nditure  of ne a rly $500,000 jus t for the  me te rs .

B.

D.

c.
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This  me te r is  s ignifica ntly more  cos tly tha n a  bi-dire ctiona l, communica ting e ne rgy

recording me te r ava ilable  for about $50.00, which is  currently used for our ne t me te ring

customers. Use  of demand mete rs  a lso requires  rese t a lte r reading (genera lly a  manua l

rese t) requiring additiona l expenses  to be  charged to the  Ne t Mete ring program. The  Net

Metering Sta ff Report does  not mention demand recording, nor does  section R14-2-2304

- Me te ring, re fe rence  any demand regis te rs  for the  Ne t Me te ring me te rs . Given tha t the

na me pla te  ge ne ra tion ca pa city of the  Ne t Me te ring Fa cility will be  re porte d unde r the

Dra ft Ru le s ,  s u ffic ie n t in fo rma tio n  wo u ld  b e  a va ila b le  to  d e te rmin e  co n n e c te d

dis tribute d ge ne ra tion ca pa city. Without re cording of coincide nt de ma nd informa tion

and time s tamped demand da ta  - for multiple  high demand periods in a  month .-- demand

da ta  is  not of any rea l use  in de te rmining the  va lue  of dis tributed gene ra tion to a  utility.

Ove r time , a s  smart me te r te chnology is  implemented, this  additiona l informa tion would

become ava ilable  and could be  added to reporting requirements  a t a  reasonable  cost. To

imple me nt monthly pe a k de ma nd re porting a t this  time  will re sult in a  high cos t of e ntry

for potentia l Ne t Mete ring cus tomers  and a  high cos t of adminis tra tion in deve loping the

re ports , with sma ll be ne fit be yond tha t provide d by the  na me pla te  ge ne ra tion ca pa city

da ta  re porte d in s e ction R14-2-2308.A. Thus , the  Compa nie s  propos e  this  la ngua ge

change  in the  reporting requirements  of the  Draft Rules .

Iv. C O NC LUS IO N.
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The  Companies  be lieve  tha t these  Comments  regarding the  Commiss ion S ta ffs  revised Draft

Rule s  a re  in the  public inte re s t, a nd re s pe ctfully re que s t tha t the  Comme nts  be  a ddre s s e d a nd

included in the  proposed Ne t Mete ring Rules .
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RES P ECTFULLY S UBMITTED this  12th da y of Fe brua ry, 2008.

TUCSON ELECTRIC POWER COMPANY
UNS ELECTRIC, INC.

By:
Miche lle  Live ngood
One South Church Avenue
P .O. Box 711
Tucson, Arizona  85702

and

Michael W. Patten
Roshka DeWulf & Patten, PLC
One Arizona Center
400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

Attorneys  for Tucson Electric Power Company
a nd UNS Ele ctric, Inc.

Origina l and thirteen copies  of the  foregoing
file d this  12th da y of Fe brua ry, 2008, with:

Docke t Control
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007
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Attachment A

Proposed Net Metering Rules

ARTICLE 23. NET METERING

R14-2-2301. Applica bility

R14-2-2302. De finitions

R14-2-2303. Requirements  and Eligibility

R14-2-2304. Metering

R14-2-2305. New or Additiona l Charges

R14-2-2306. Billing for Net Metering

R14-2-2307. Net Metering Tariff

R14-2-2308. Filing and Reporting Requirements



Attachment A
R14-2-2301. Ap p licab ility

The se  Rule s  gove rn the  tre a tme nt of Ele ctric Utility Cus tome rs  in Arizona  who ope ra te  a  Ne t Me te ring
Facility and wish to inte rconnect with the  Electric Utility which se rves  them and engage  in Ne t Me te ring
operation as defined below. These  Rules apply to a ll Electric Utilities, as defined in these  Rules.

R14-2-2302. Defin itio n s
For purposes of this  Article , the  following definitions apply unless the  context requires otherwise :
A. "Avoided Costs" means the  incrementa l costs to an Electric Utility for e lectric energy or capacity or

both which, but for the  purchase  from the  ne t metering facility, such utility would genera te  itse lf or
purchase from another source.

B. "Biomass" means any raw or processed plant-de rived organic ma tte r ava ilable  on a  renewable  basis ,
including dedica ted energy crops and trees , agricultura l food and feed crops, agricultura l crop wastes
and re s idues , wood waste s  and re s idues , including landscape  waste , right of way tree  trimmings , or
sma ll dia me te r fore s t thinkings  tha t a re  l2" in dia me te r or le s s , de a d a nd downe d fore s t products ,
a qua tic pla nts , a nima l wa s te s , othe r ve ge ta tive  wa s te  ma te ria ls , non-ha za rdous  pla nt ma tte r wa s te
ma te ria l tha t is  se gre ga te d from othe r wa s te , fore s t re la te d re source s  such a s  ha rve s ting a nd mill
residue , pre-commercia l thinkings, slash and brush, misce llaneous waste , such as waste  pe lle ts, cra tes
and dunnage , or recycled paper fibers tha t a re  no longer suitable  for recycled paper production, but not
including pa inte d, tre a te d or pre ssurize d wood, wood conta mina te d with pla s tics  or me ta ls , tire s  or
recyclable  post-consumer waste  paper.

D.

E.
F .

G.

H.

1.
J .
K.

L.

M.

c. "Biogas" means  gases  tha t a re  de rived from plant-de rived organic ma tte r, agricultura l food and feed
matter, wood wastes, aquatic plants, animal wastes, vegetative wastes or waste  water treatment facilities
us ing a na e robic dige s tion or from municipa l solid wa s te  through a  dige s te r proce s s , a n oxida tion
process or other gasification process.
"Combined Heat and Power" or :CHP" (a lso known as cogenera tion) means a  system tha t is  fue led by
Renewable Resources and generates e lectricity and useful thermal energy in a  single , integrated system.
Qua lifving CHP  systems sha ll mee t a ll P URP A e fficiency and e ffective  utiliza tion of hea t production
standards for a  Oua lilying Facility (QF) ce rtifica tion.

"Commission" means the  Arizona  Corpora tion Commission.
"Electric Utility" or "Utility" means an e lectric distribution company tha t constructs , opera tes, and
mainta ins the  e lectrica l distribution system for the  rece ipt and/or de livery of power.

"Electric Utility Customer" or "Customer" means an end-use  re ta il Customer served under a  Utility's
ra te  schedule .

"Fuel Cell" means a  device  tha t converts the  chemical energy of a  fuel directly into e lectricity without
intermediate  combustion or thermal cycles. For purposes of these  Net Metering rules, the  source of
the chemical reaction must be derived from Renewable Resources.
"Geothermal" means heat from within the  earth's surface.
"Hydroelectric" means the  ldnetic energy derived from moving water.
"Net Metering" means service  to an Electric Utility Customer under which e lectric energy genera ted by
tha t E le c tric  Utility Cus tom e r from  a  Ne t Me te ring Fa c ility a nd de live re d to  the  Utility's  loca l
dis tribution fa cilitie s  ma y be  us e d to offs e t e le ctric  e ne rgy provide d by the  Ele ctric  Utility to the
Electric Utility Customer during the  applicable  billing pe riod.
"Ne t Me te ring Cus tome r" me a ns  a ny Arizona  Cus tome r who choose s  to ta ke  e le ctric se rvice  in the
ma nne r de s cribe d in the  de finition of Ne t Me te ring a bove , a nd unde r the  Ne t Me te ring ta riff, a s
described in R14-2-2307.
"Net Metering Facility" means a  facility for the  production of e lectricity tha t:
l . Is operated by a  Net Metering Customer and is located on the  Net Metering Customer's premises.
2. Is  inte nde d prima rily to provide  pa rt or a ll of the  Ne t Me te ring Cus tome r's  re quire me nts  for
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3.
4.

5.

e le ctricity;
Uses Renewable Resources, a  Fuel Cell, or CHP to generate  electricity,
Ha s  a  ge ne ra ting ca pa city le s s  tha n or e qua l to 100-li-5% of the  Ne t Me te ring Cus tom e r's
expected peak demand, and
Ca n ope ra te  in  pa ra lle l a nd in  pha s e  with  a n  E le c tric  Utility's  e xis ting  tra ns m is s ion a nd
distribution system.

N.

O.

p .

"Renewable  Resources" means na tura l resources tha t can be  replenished rapidly by na tura l processes.
Renewable  Resources include Biogas, Biomass, Geothermal, Hydroelectric, Solar, or Wind.
"S ola r" me a ns  sola r ra dia tion of the  Ea rth's  S un tha t produce s  e le ctricity from a  de vice  or sys te m
designed for that purpose..
"Wind" means energy derived from wind movement across the  Earth's  surface  tha t produces e lectricity
from a device or system designed for that purpose.

R14-2-2303. Requ iremen ts  and  Elig ib ility
A. An Electric Utility sha ll inte rconnect with any re ta il Customer who ope ra te s  a  Ne t_Mete ring Facility in

the  Electric Utility's  se rvice  te rritory.
Fa cilitie s  with a  ge ne ra ting ca pa bility gre a te r tha n 100125% of the  cus tomer's  on-s ite  expected peak
demand shall require  a  special contract between the Utility and the Customer for Ne t Mete ring se rvice.

R14-2-2304. Meterin g
If the  m e te r tha t is  curre ntly ins ta lle d  on the  Ne t Me te ring  Fa c ility is  inca pa ble  of re gis te ring  a nd
accumula ting the  ldlowa tt-hours  ("kwh") of e lectricity flowing in both directions  in each billing pe riod, a  bi-
directiona l me te r with tha t capability sha ll be  ins ta lled by the  Electric Utility to record the  kph of e lectricity
in both directions.

R14-2-2305. New or Add itional Charges
A. Any proposed charge that would increase a  Net Metering Customer's costs beyond those of other

customers in the  same ra te  class sha ll be  filed by the  Electric Utility with the  Commission for approval.
The filings shall be  supported with cost of service studies and benefit/cost analyses.
Net Metering costs shall be assessed on a  nondiscriminatory basis with respect to other customers
with simila r load characteristics.

B.

R14-2-2306. Billin g  fo r Ne t Mete rin g
A. On a  monthly basis, the  Net Metering Customer shall be  billed or credited based upon the  ra tes

a pplica ble  unde r the  Cus tome r's  curre ntly e ffe ctive  s ta nda rd ra te  sche dule  a nd a ny a ppropria te  ride r
schedules.

B. The  billing period for ne t metering will be  the  same as the  billing period under the  Customer's
applicable standard rate schedule.

C. With Ne t Mete ring, only the  kph units  of a  customer's  bill a re  a ffected by the  ene rgy credits  described in
R14-2-2306(E), Le., not kW demand charges or customer charges.

D. If the  kph supplied by the  Electric Utility exceed the  kph tha t a re  gene ra ted by the  Ne t Mete ring Facility
and de live red back to the  Electric Utility during the  Billing P e riod, the  Customer sha ll be  billed for the
ne t kph supplied by the  Electric Utility in accordance  with the  ra te s  and cha rges  unde r the  Customer's
standard rate schedule.

E. If the  e lectricity genera ted by the  Net Mete ring Customer exceeds the  e lectricity supplied by the  ElectriC
Utility in the  Billing P e riod, the  Customer sha ll be  credited during the  next Billing P e riod for the  excess
kph ge ne ra te d.  Tha t is ,  the  e xce s s  kph during the  Billing P e riod will be  us e d to  re duce  the  kph
supplied and billed by the  Electric Utility during the  following Billing Pe riod.

B.
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F. Customers taking se rvice  under time-of-use  ra tes who a re  to rece ive  credit in a  subsequent Billing Period

for excess  kph gene ra ted sha ll re ce ive  such credit during the  next Billing P e riod during the  on- or off-
pe a k pe riods  corre s ponding to the  on- or off-pe a k pe riods  in which the  kph we re  ge ne ra te d by the
Customer. 0

G. Once  e a ch ca le nda r ye a r the  Ele ctric Utility sha ll is sue  a  che ck or billing cre dit to the  Ne t Me te ring
Customer for the  ba lance  of any credit due  in excess  of amounts  owed by the  Customer to the  Electric
Utility. The  pa yme nt for a ny re ma ining cre dits  s ha ll be  a t the  Ele ctric  Utility's  Avoide d Cos t. Tha t
Avoided Cost sha ll be  clea rly identified in the  Electric Utility's  Ne t Mete ring ta riff

R14-2-2307. Ne t Mete rin g  Ta riff
A. Each Electric Utility sha ll file , for approva l by the  Commission, a  Ne t Mete ring ta riff within 90 days

from the  e ffective  da te  of the se  rule s , including financia l informa tion and supporting da ta  sufficient to
a llow the  Commiss ion to de te rmine  the  Ele ctric Utility's  fa ir va lue  for the  purpose s  of e va lua ting a ny
specific proposed charges. The Commission shall issue  a  decision on these  filings within 120 days.

B. The  Ne t Me te ring ta riff sha ll spe cify s ta nda rd ra te s  for a nnua l purcha se s  of re ma ining cre dits  from ne t
mete ring facilitie s  and may specify capacity limits . If capacity limits  a re  included in the  Tariff, e ithe r for
individua l proje cts  or in tota l, such limits  mus t be  fully jus tifie d us ing a ppropria te  loa ds  a nd re source
data.

C. Electric utilities may include  seasonally differentia ted avoided cost ra tes for purchases from Net
Metering Customers, to the  extent that Avoided Costs vary by season.

R14-2-2308. Filing  and  Reporting  Requ irements
A. P rior to May 1 of each year, each Electric Utility sha ll file  a  report lis ting a ll exis ting Net Mete ring

Facilities and the inverter power ra ting or generator ra ting as of the  end of the  previous calendar year.
B. Also include d in this  re port sha ll be , for e a ch e xis ting Ne t Me te ring Fa cility, the  monthly peak demand

de live re d to a nd from the  Ele ctric Utility a nd the  monthly amount of ene rgy de live red to and tram the
Utility.


